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® A PROGRAM OF PLANNING 
for 
URBAN TRANSPORTATION 


Stephen Paranka 


ANALYSIS OF URBAN 
TRANSPORTATION TRENDS 


Speed 


Perhaps the most important reason for the increased 
use of automobiles is speed—no passenger stops and a 
more direct route. Even if the actual over-all time is 
only slightly less, the psychological regard seems to be 
important. 

Where mass transit operations have been speeded 
up there has been a positive response in greater ac- 
ceptance. Don Hyde, General Manager of Cleveland 
Transit System, has stated: 


Our experience with express service, coupled with 
companies having little or no express service has con- 
firmed and strengthened our convictions that transit 
vehicles must be speeded up. . . . Had we not expanded 
our express service . . . our decline in riding would 
have been greater. . . . We need to concern ourselves 
with speeding up traffic vehicles. 


Dr. Paranka is currently associate professor of marketing at Kent 
State University. His research paper, from which this article is con- 
densed, was written under a research grant while he was with the 
School of Business Administration at Georgia State College. 





1“The CTS Story,” Bus Transportation (May, 1955), p. 34. 


DECEMBER 1961! 


Social Acceptance 


A study by the University of Pennsylvania’s Whar- 
ton School of Finance and Commerce concluded that 
“for manual workers, the automobile is the equivalent 
medium of prestige as a house and its furnishings and 
way of life are to self-employed and the white-collar 
worker.” 

Social acceptance can be compared to a habit of be- 
havior. When suburban communities are developed, the 
mode of transportation available initially will have the 
greatest acceptance over time. Robert Sommerville, 
President of Atlanta Transit System, commented about 
the habit characteristic of social acceptance as follows: 
“Once a private automobile habit is well established, 
it’s hard to break. But if acceptable [mass] transit 
service is available . . . many will use transit.”* That 
the automobile habit can be broken is evidenced by a 
1960 survey of riders on Boston’s Metropolitan Tran- 
sit Authority Highland Branch line after it had been 
in operation for a year. The survey reported that more 
than a third of the riders had two or more cars at home. 


Public Support 


City governments have considerable influence over 
which form of urban transportation will be favored 
by the local populace. Cities have subsidized use of 
automobiles from tax revenues and in some instances 
have established free parking lots for automobile users. 
Much federal aid also supports automobile travel. 





2“For Americans Today—Money Is to Spend,” Business Week 
(June 16, 1956), p. 127. 


3“Bold New Ideas are the Sommerville Story,” Bus Transportation, 
XXXIV (September, 1955), p. 61. 








. Convenience 


An individual who drives has ready access to his 
carrier and is guaranteed a seat. This accessibility mini- 
mizes the required walking distance and eliminates a 
probable waiting period. 


Price of Service 


If price were the most important consideration, use 
of the automobile would not have such widespread ac- 
ceptance. The Dallas Transit Company compared only 
variable costs of driving with transit fares. Eighteen 
motorists, representing various sections of the city, 
working in different professions and driving different- 
priced cars were surveyed. Results revealed that the 
average automobile out-of-pocket cost of the group was 
two and one-half times as much as the cost of transit 
fares, and that in only two of the cases were variable 
costs less than the transit fare.* 

The price of service seems to be more important 
to the mass transit rider. Simpson and Curtin, transit 
consultants, have made a study of changes in transit 
riding due to the fare increase and have suggested that 
the inverse relationship is such that there is a one-third 
of one per cent decrease in riding for each one per cent 
increase in fare.” 


CORRECTIVE MEASURES RECENTLY 
UNDERTAKEN 


The trend toward increasingly inefficient urban 
transportation has sparked efforts at corrective measures. 


Provisions to Expedite Automobile Travel 


Specific efforts to expedite automobile travel, ie., 
the movement of vehicles, have been undertaken by 
public officials. 

Expressway construction. Billions of dollars are spent 
on expressway construction, in some instances at the 
cost of $30 million a mile. In Los Angeles, $800 mil- 
lion was spent on road and expressway construction 
during the period 1950-1960.° In addition to the cost 
disadvantage is the time required to construct express- 
ways. Karl Bevins, traffic engineer for the City of At- 
lanta, commenting on increasing demands, stated in 
1959: “Atlanta’s splendid new north-south, east-west 
expressway system is already outdated, though it has 
not even been completed yet.’ 





4“Operation Audit Proves High Cost of Auto Use,” Bus Transpor- 
tation, XXXIII (November, 1955), p. 67. 


5Final Order of the Department of Motor Transportation of Ken- 
tucky, Application of Louisville Transit Co. for Increased Rates, 
April 17, 1956, p. 14. 

6“Getting to Work,” Time, LXXV (January 18, 1960), p. 76. 

7Karl Fleming, “His Dream for Atlanta: Sidewalks That Move and 
Conveyor Cars,” Atlanta Journal and Constitution Magazine, June 
28, 1959, p. 11. 
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Traffic measures. City traffic engineers have been 
conducting a program of improving traffic measures to 
facilitate movement of vehicles. Among these measures 
are widened streets, streets converted to one-way move- 
ment, and traffic signals adjusted for automobile move- 
ment. 

Expansion of downtown parking facilities. Increas- 
ing use of automobiles for urban transportation has re- 
quired expansion of downtown parking facilities, ex- 
emplified by a trend to construct parking garages for 
additional capacity. Wilburn Smith, a nationally 
known traffic analyst, has estimated that, with the cur- 
rent trend, a city would need space for new parking 
at the rate of three times that of floor space in new 
downtown buildings. 

Provisions only to expedite automotive travel will 
not solve the urban transportation dilemma. Instead of 
relieving the problem, there is every indication that 
these measures further aggravate the difficulty by en- 
couraging more people to use automobiles for trans- 
portation. 


Provisions to Expedite Mass Transit 


The emphasis in this program of corrective meas- 
ures is upon movement of people instead of vehicles. 

Establishment of a rapid transit system. There are 
five metropolitan areas in the United States which have 
rapid transit systems: Boston, Chicago, Cleveland, 
Philadelphia, and New York. These systems represent 
an effort to satisfy the desire for speed on the part of 
the public. Success of these systems is evidenced by 
their vast numbers of riders. One lane of rapid transit 
is estimated to have the same capacity of carrying 
people in one direction as twenty-one lanes of ex- 
pressways. This comparison assumes that each auto- 
mobile on the expressways is carrying the present aver- 
age of 1.5 passengers while rapid transit cars would be 
filled to capacity. 

Atlanta currently has a metropolitan planning com- 
mission working on a rapid transit plan with these 
desired features: 

Speed — plans for rapid transit in Atlanta must 
set 45 miles per hour (schedule speed 
which includes station stops) as a mini- 
mum. This is much faster than the auto- 
mobile today. 

Safety —the system must incorporate fail-safe 
braking and automatic headway control. 

Comfort — Comfortable seats and temperature 
control must be available for the pas- 
sengers. 

Convenience — Stations must be easily accessible, 





8Atlanta Region Metropolitan Planning Commission, “What You 
Should Know about Rapid Transit,” September, 1960, p, 27. 
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and distribution must be provided close 
to the destination. It must carry pass- 
engers where they want to go. 

Attractiveness — not only in physical appearance 

but also in quietness and cleanliness. 

Economy — fares must be competitive with the 

“out-of-pocket” expense of automobile 
travel, including gas, oil, tires, repairs, 
and parking.” 

Express service. Atlanta Transit Company was one 
of the first to inaugurate express service. In Cleveland, 
even plans to eliminate express service along a route 
which paralleled the new rapid transit line were 
dropped. A study showed that express bus service is 
more suited to that group of riders who desire to ride 
only part of the distance to the city center. It is needed 
along with other mass transit services. 


Fringe parking. The complementary position of auto- 
mobile and mass transit travel has influenced the estab- 
lishment of fringe parking facilities by transit com- 
panies and public authorities. The city of Cleveland 
established a free parking lot conveniently located near 
a lake front freeway a short distance from the down- 
town area, enabling drivers on the freeway to get to 
the lot without passing through the downtown area. 
Cleveland Transit loop buses serve the municipal park- 
ing lot with frequent runs through two different routes 
in the business district. This lot started out with capa- 
city for about 500 cars, but its popularity required ex- 
pansion to care for several times this number. 


Modernization. Transit companies have modernized 
their equipment and facilities in their program to ex- 
pedite mass transit movement. A modernizing program 
should, however, probably be considered as a contin- 
uous responsibility and not as a major factor in com- 
petition with automobile travel. 


Exclusive lanes. Public officials in some cities have 
established exclusive lanes for mass transit vehicles in 
highly congested downtown areas to expedite their 
movement. Exclusive lanes for transit should be con- 
sidered not only in the city center but anywhere that 
transit can move more than 2,000 people per hour on 
a given roadway. This is the approximate number of 
people that move over one lane by autos. As the ex- 
clusive lane improved transit speed, more people would 
be encouraged to ride transit, thereby reducing auto 
congestion. 


Use of expressways. The experience in Atlanta illus- 
trates that expressway routing expedites mass transit 
vehicle movement. A transportation consultant report 
in 1953 recommended that transit express buses be 
allowed to travel on Atlanta’s expressways. On Novem- 
ber 15, 1954, Atlanta Transit System’s petition was 





®Atlanta Region Metropolitan Planning Commission, Joc. cét., p. 14. 
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approved and the Piedmont Limited was routed non- 
stop over an expressway. 


PLANNING FOR THE FUTURE 


An efficient urban transportation program will not 
come about by wishful thinking. If left alone, the 
problem will follow the maxim of getting worse before 
it gets better. 


Need for Planning 


Urban areas have reached the point where they can- 
not expect to continue growing without planning a 
blueprint for development. An over-all consideration 
of urban transportation needs is a fundamental aspect 
in such a blueprint. Oscar Dunn, General Manager, 
Motor and Generator Division, General Electric Com- 
pany, states the following: 


Piece-meal planning is causing chaotic traffic jams 
and economic inefficiency in our metropolitan areas. Each 
stop-gap measure is followed by another—new traffic 
light arrangements, one-way streets, more busses, helicop- 
ter-directed traffic—an endless list. Similarly, rail com- 
muting systems are allowed to deteriorate to the point 
of extinction, then temporarily revived, generally under 
some inadequate, hastily conceived plan. Such piece-meal 
efforts will never solve this growing problem. We must 
look at the entire transportation process . . . the process 
of moving people from origin to destination.’® 


Each transportation vehicle, i.e., the automobile, the 
bus and trolley, and rail transit has its advantages and 
disadvantages. Optimizing the advantages of these ve- 
hicles should be the planner’s objectives. A vital part 
of planned transportation systems in large metropolitan 
areas is a provision for rapid transit. Planning can avert 
the danger of competition between existing transporta- 
tion facilities and added provisions for rapid transit and 
can make them complementary. 


Administrative Body for Planning 


The urban transportation dilemma extends beyond 
local community bounds. It requires an administrative 
body with jurisdiction over the total metropolitan area 
involved. A possibility to consider is the extension of 
jurisdiction to undeveloped land areas in the surround- 
ing vicinity, enabling the administrative body to plan 
such future development more efficiently. 

Need for a more unified approach to the problem is 
generally conceded by urban planners and will likely 
become a standard approach to the urban transporta- 
tion difficulty. 

Besides the problem of administrative jurisdiction 
there is the choice of organizational make-up. Four 
alternatives are possible. 

A private corporation. Recently the task of providing 





10“Auto Association Backs Rapid Transit Need,” Going Places 
(January-February, 1961), p. 9. 








urban transportation has become impractical for private 
transit corporations in a number of major cities, and 
public ownership has taken over by default. Many pri- 
vate companies would not be able to provide construc- 
tion of a rapid transit facility. Also, a private transit 
corporation is limited in control to its own transit facili- 
ties, eliminating the possibility of co-ordination of all 
transportation components under one body. 


A public authority. Public authorities are being used 
in cities where ownership of transit facilities has passed 
from private to public hands. An authority is a public 
corporation established by the state legislature to per- 
form a public function without profit to itself or any- 
one connected with it. Members of the authority are 
usually appointed by the state governor, putting them 
beyond the pressures of local voters. While this ap- 
pointment procedure provides administrative freedom, 
it may cause the members to lose contact with local 
needs. 

For capital funds, the authority relies upon revenue 
bonds, which it can issue without voter approval. This 
financing procedure makes possible a basis for uninter- 
rupted operation. The authority can resort to raising 
capital when necessary without risking the uncertainty 
of voter approval. Another advantage to an authority 
is that it does not pay city taxes and its bonds are non- 
taxable. Being a separate entity in itself, however, the 
authority’s bond issues do not have the support of 
public credit. Likewise, it does not have power to raise 
money by taxation. Its bond commitments are backed 
only by the revenues from transit operations. 

A combination public authority and private corpo- 
ration. Another alternative to the organizational make- 
up of the mass transportation administrative body is 
a combination public authority and private corporation. 
Atlanta Transit System has proposed the following 
procedure: 


That the State of Georgia create a Metropolitan Trans- 
it District comprising the “six-county” Atlanta area, 
administered by an Authority with power to construct 
rapid transit systems, including related distribution fa- 
cilities, wherever studies show their need and to issue 
bonds to cover construction costs that cannot be feasibly 
met through user revenues. 

Such an Authority should have power to negotiate 
with private corporations to operate the system at fare 
schedules to be established with the approval of the 
Authority. 

The enabling legislation should provide that fares 
must be adequate to pay all operating costs and to meet 
all interest and amortization charges on equipment. 
Excess revenues would be paid to the Authority to aid in 
meeting debt service and retirement charges on construc- 
tion costs. 

To enable the Authority to sell bonds at the most 
favorable interest rate, taxing power should be granted 
to the Authority so that it can, independently, secure 
from the benefited areas such funds as may be required 
to support bond issues. 


Atlanta Transit System offers to operate such a system, 
developed along the general lines above described, and 
to effectuate appropriate coordination with its surface 
lines to achieve the optimum in an integrated public 
transportation system for the Atlanta Metropolitan 
Areas."* 


A combination organization offers definite advan- 
tages but is not without serious drawbacks. This proce- 
dure is advantageous in that it provides for raising of 
capital funds necessary for major transit improvements, 
while retaining the transit operations in the hands of 
experienced transit managers, familiar with the city’s 
transportation needs and facilities. 

One drawback to this combination procedure would 
be the financial formula under which a private corpo- 
ration would operate public transit facilities. The for- 
mula would have to be effective, neither so generous 
as to result in overpayment subject to criticism nor so 
limited as to remove incentive and to encourage the 
private operators to promote utilization of their own 
transit facilities. Another drawback is public resistance. 
The general public would have to be educated to this 
procedure since the initial reaction will be opposition 
to use of public funds for private operations. However, 
there is precedent for such public support in other 
forms of transportation, e.g., the airline companies. 

A district. A district may be established by a state 
legislature in the same manner as an authority. A 
governing body of the district, consisting of represen- 
tatives of the counties, is given the power to levy taxes 
with voter approval and sell bonds based upon the 
general credit of the district, which to a great extent 
assures their success. 

The required voter approval and local representation 
place the district in a position more closely attuned to 
local circumstances, but at the same time jeopardize 
a unified approach to the regional problem because of 
local interests and also make it impossible to plan for 
uninterrupted financing. 


Recommended Administrative Body for 
Planning 


The analysis of various types of administrative or- 
ganizations indicates that all have definite shortcom- 
ings, but the combination of public authority and pri- 
vate corporation seems to present the greatest potential. 
Use of a private corporation to operate the system 
would be recognition of the maximum efficiency de- 
rived from private management. The addition of a 
public authority would provide a basis for planning 
an over-all metropolitan transportation system and for 
raising necessary capital funds. Included under the 
authority’s jurisdiction should be all aspects of urban 
transportation, i.e., total transit operations, traffic regu- 





11“Rapid . .. Atlanta,” Atlanta Transit System, Inc., 1960, p. 27. 
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lations, taxicab operations, all publicly owned garages 
and publicly owned parking lots, and all privately 
owned parking garages and lots in the central business 
district. The authority could also meet with state high- 
way representatives to co-ordinate traffic patterns in 
the urban areas, thereby optimizing use of existing 
land area. 


Sources of Financial Support 


To the extent that improved transit facilities would 
expedite urban transportation, sources of funds for such 
capital improvements must be considered. The most 
potential sources of funds are (1) fares and other 
transit revenues, (2) general taxes, and (3) govern- 
ment assistance. 

Fares and other transit revenues. Funds from fares 
and other transit revenues would be inadequate to 
support capital improvements in transit operations such 
as the establishment or extension of rapid transit. 
Funds would have to be collected from other sources 
to provide the initial capital for transit facility improve- 
ment. Fares and other transit revenue should then be 
expected to meet the recurring operating costs. 

General taxes. Stanley Berge, Professor of Trans- 
portation, Northwestern University, has recommended 
use of public funds for improving transit facilities.°” He 
contends that metropolitan transit is like other public 
utility services in that everyone in the community bene- 
fits from its presence even when he is not using it. 
For example, Professor Berge cites stand-by charges 
for such utilities as water, gas, electric power, and 
telephone service. 

There would undoubtedly be opposition to use of 
public funds for improving transit facilities. Highway 
interests would consider such procedure as competitive 
to their plan for improvements. However, a co-ordi- 
nated viewpoint, as recommended earlier, must be 
taken. 

An alternative in the use of public funds is the ear- 
marking of a special tax to be used for transit improve- 
ments. Possibilities include an additional increment to 
the region’s retail sales tax, an additional increment 
to the region’s gasoline tax, and/or a per cent of the 
increased tax receipts derived by the local government 
from increased property values effected by establish- 
ment of rapid transit nearby. This last possibility ap- 
pears to have more promise than do the first two and 
is equitable to all. Establishment of rapid transit in- 
creases the property value of contiguous property. For 
example, in the five years of rapid transit in Toronto 
the assessed values in fourteen subdivisions through 
which the system passes increased 37 per cent while 
assessed values in the remainder of the city showed 





12Press release by Chicago Transit Authority Department of Public 
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an increase of 20 per cent.”® 

Rather than earmark special transportation funds 
specifically for one use or another as is usually done 
with gasoline taxes for highway construction, it would 
seem that pooling of such funds into a general trans- 
portation use reserve is more consistent with an over- 
all transportation system concept. Available money 
could then be allocated according to an over-all plan 
for urban transportation improvement. 

Government assistance. Local and state governments 
can grant indirect financial support to transit systems 
by exempting them from various taxes, and the federal 
government is in a position to grant direct financial 
aid to support transit capital improvements such as 
rapid transit. As recommended earlier, however, any 
financial support might be more useful as part of a 
general transportation allocation instead of being ear- 
marked for specific use. Obviously the distribution of 
such funds should be made only to local administrative 
bodies organized to effectuate an over-all urban trans- 
portation program. 

Despite federal government assistance, the basic 
problem of urban transportation rests at the metropoli- 
tan level of consideration. Administrative machinery 
including general participation by federal government 
agencies would only further complicate the task of 
administering a sound urban transportation program. 


SUMMARY 


In summary, certain points seem clear: 

1. There is need for an over-all plan for co-ordi- 
nating urban transportation. 

2. An efficient transit system is necessary to com- 
plement automobile travel. The transit system should 
be designed to meet current needs and to anticipate 
future urban development. 

3. A co-ordinated transportation system requires an 
administrative body and sources of revenue. 

4. The administrative body should be appointed, 
should have regulatory jurisdiction over all aspects of 
urban transportation, and should provide for capital 
improvements to the transportation system. 

5. Funds would be raised through revenue bonds 
approved by local voters and supported by local credit. 
In addition to surplus receipts from user charges, the 
body should share in any increased revenue derived 
from appreciated value caused by transit improvement. 

6. Indirect financial aid should be expected in the 
form of exempted local and state taxes. 

7. The federal government may supplement rev- 
enues. 

8. A general transportation fund should be estab- 
lished with no taxes earmarked for specific use. 





13“What Rapid Transit Has Done for Toronto,” Metropolitan 
Transportation (February, 1961), p. 15. 
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WHAT BUSINESS MUST DO 


Seldom has there been a disagreement in our gen- 
eration involving basic corporate management policy 
so heavily laden with meaning for the future of our 
industrial society as that concerning the extent, if any, 
to which business should show a sense of public and 
social responsibility. 

On the one hand are people who believe that Ameri- 
can business management must not only have a sense 
of public and social responsibility, but must act that 
way. Opposing this view are those who contend that 
business management must hold unswervingly and ex- 
clusively to the immediate profit objective and thus 
keep corporate operations a thing apart from com- 
munity, educational or broad social problems. And 
there the issue is drawn. But it is an issue which can 
be approached on both philosophical and practical 
grounds. 

Laissez Faire. There are much more technical words 
for describing the divergence of views than those used 


Note: Mr. Houser is former chairman of the board, Sears, Roebuck 
and Company. 


The Management Forum series is arranged by Dr. James E. Chap- 
man, professor of management and chairman of the Department of 
Management, School of Business Administration, Georgia State 
College of Business Admsnistration. 


above. The second school mentioned is composed of 
the classicists in economics who believe that a single- 
purpose drive towards profit making in a free enter- 
prise system is sufficient to fulfill all the social obliga- 
tions of business. So far as this one issue is concerned, 
they are the direct-line descendants of Adam Smith, 
the father of /Jaissez faire, the doctrine of competitive 
capitalism which alone and without restraint moti- 
vated our business leaders in that free-slugging era 
which continued into the early decades of this century. 
Curiously enough, the principal devotees of this school 
of thought are scholars and other professional people, 
rather than businessmen. 

Social Consciousness. The opposing doctrine, some- 
times referred to as the “managerial” concept, is rela- 
tively new. It is one facet of the change in corporate 
thinking resulting from management passing from 
founders and principal owners to a professional ad- 
ministrative personnel. To a degree this sense of re- 
sponsibility was hastened by the beating business 
received during the New Deal era, but it would have 
developed anyway. This newborn social consciousness 
of business, some opponents say, is nothing more than 
a new suit of clothes with which business draped itself 
to fight its way out of the doghouse and create an image 
of responsibility in the eyes of the public. If this implies 
insincerity I believe it untrue. 
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Business: Operation in a Social Environment 


Personally, I think management’s “social conscious- 
ness” is a lot more fundamental than that described 
above. Business can prosper only to the extent that it 
operates in a flourishing environment—meaning an 
atmosphere in which all cultural and social needs are 
as nearly satisfied as possible. As we who work with 
the Committee for Economic Development (CED) 
believe, a healthy national economy makes for more 
business and larger profits no matter what business or 
profession a man may be in. And, in my opinion, our 
economy cannot realize its full potential for health and 
growth unless our cultural and social institutions are 
likewise healthy and thriving. 

Richard Eells has put it this way: 


The wider frame of reference for corporation giving 
is an urgent necessity . . . for entirely different reasons 
than those which might interest the tax collector. 
Foremost among these reasons is the vital importance 
to private business enterprise of strengthening and pre- 
serving all the private sectors that sustain a constitu- 
tional pattern of society. In simple terms, a “private 
sector” is one of the various segments that make up the 
large areas of society, apart from Official government. 
This definition is deceptively simple. Yet the concept 
lies at the heart of my own philosophy of corporation 
giving, and indeed is inseparable from a philosophy of 
the modern corporation and any justification for the 
exercise of corporate power. . . .’ 


Long before anybody was talking about managerial 
social responsibilities as we discuss them today, that 
famous teacher of economics, Richard H. Tawney, 
made the following observation: 


Few tricks of the unsophisticated intellect are more 
curious than the naive psychology of the businessman 
who ascribes his achievements to his own unaided efforts, 
in bland unconsciousness of a social order without whose 
continuous support and vigilant protection he would be 
as a lamb bleating in the desert. 


What I am saying, along with other supporters of 
the new business philosophy, is that business cannot 
afford simply to take the “social order” for granted. 


Society's Claims on Business 


As a member itself of the social order, business has 
a responsibility to promote and support it by conduct- 
ing itself in a socially conscious way and by contribut- 
ing to education and philanthropies as best it can. In 
other words, it owes society something more than ma- 
terial progress in return for the privilege of being able 
to make profits. And, there is no denying, it must make 
profits or expire. 





1. Richard Eells, Corporation Giving in a Free Society (New 
York: Harper & Bros., 1956). 


2. R. H. Tawney, Religion and the Rise of Capitalism (New 
York: Harcourt Brace & Co., 1926). 
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I recognize no continuing priority here—manage- 
ment must produce satisfactory profits and at the same 
time recognize certain social claims. To fail in either 
is to fail as responsible corporate management. 


Let us examine just a few kinds of social claims to 
see why it is to the long-term self-interest of business 
to involve itself. We are becoming a nation of metro- 
politan areas with vast movements of people into inner 
cities and away into satellite communities. Compli- 
cated problems of deteriorating neighborhoods, slums, 
metropolitan needs for adequate transportation, schools, 
water, sewage all require a high order of metropolitan 
planning. Who are so well equipped to contribute 
talent to this solution as our leading corporate execu- 
tives? 

Corporations also need an unending flow of college 
educated young people. After being hired, large sums 
are expended for specialized training within corporate 
walls. It is only a step to recognize that privately sup- 
ported educational institutions require corporate sup- 
port in order to keep up the flow of educated people. 


Consider, moreover, that our form of capitalistic 
society has almost eliminated poverty as a result of 
purely economic reasons. And yet, aid to unfortunate 
victims resulting from catastrophy, disaster, broken 
homes, illness, and accident is required more than ever. 
Surely the long-term welfare of corporations is bene- 
fited when such victims are helped to become self- 
supporting through such agencies as Community Chest, 
Red Cross, and the YMCA. 


Evolution of the Social Concept 


The new concept of the business responsibility, 
which its opponents claim has now taken a firm hold 
on American management generally, did not just sud- 
denly emerge. It grew very gradually, with only a few 
brave spokesmen in its early days. One of the first was 
the late Lewis Brown, head of Johns-Manville, who 
wrote twenty years ago: 


In the evolution of a complex industrial society the 
social responsibility of management has broadened cor- 
respondingly. Management no longer represents, as it 
once did, merely the single interest of ownership; in- 
creasingly it functions on the basis of a trusteeship which 
endeavors to maintain, between four basic interlocking 
groups, a proper balance of equity. Today the executive 
head of every business is accountable not only to his 
stockholders, but to the members of his working organi- 
zation, to his customers, and to the public. . . .° 


Another pioneer, Frank W. Abrams, former Chair- 
man of the Standard Oil Company (New Jersey), 
wrote a decade ago: 


3. Bronson Batchler (ed.), The New Outlook in Business (New 
York: Harper & Bros., 1940). 











But self-discipline and restraint by business manage- 
ment, essential though it is, is not enough if we are to 
succeed in re-establishing genuine public acceptance of 
our economic leadership. We must re-establish the com- 
mon touch with our fellowmen. We must reappear in 
the role of warm-hearted human beings—which is what 
we are.‘ 


With the foregoing expression I heartily agree, but 
I think there is more to be said on behalf of enlightened 
management’s view. Mainly, as I tried to express it in 
my McKinsey Foundation Lectures,’ I feel there is a 
mistaken assumption that management is or wants to 
be a kind of dictatorship—that it wants absolute au- 
thority. This is a tremendous fallacy. But I believe some 
of the objection to a broader point of view by manage- 
ment stems from a basic distrust of businessmen as 
such and therefore fear of their growing influence in 
widening circles. I know many leading businessmen 
and quite a few in other fields. No group has a monop- 
oly on integrity and broad citizenship. 


Management's Long-Term Perspective 


Consider relations between management and stock- 
holders. To be sure, stockholders of the moment do 
own a corporation. But stock is highly merchandisable, 
and the stock exchanges are set up to arrange its trans- 
fer. Statistics show that transactions on the New York 
Stock Exchange indicate a turnover of ownership 
(shareholders) of listed corporations every five or six 
years. True, most corporations have a hard core of long- 
term stockholders, but generally this stems from found- 
ing families, associates of such families, and heirs. 
Beyond this, the ownership of corporations is highly 
unstable, and it is clear that people buy securities for 
either income or a capital gain and, by and large, leave 
management to do the managing. They are loyal so 
long as they believe that their expectation of achieving 
one or the other of those objectives is good. Failing 
that, however, it is much easier to sell what they have 
and buy a more hopeful prospect than to try to in- 
fluence corporate policies. 


Management, it seems to me, is much more loyal to 
the well-being of a company than are its stockholders. 
The management will try to succeed over the long term 
even if stock prices or dividends have occasional set- 


backs. 


If, then, as the foregoing suggests, management 
must be always mindful of both immediacy and the 
long pull, it must take into consideration every aspect 
of the economic and political environment in which 
business operates. For management, striving as it must 





4. How Can a Better Understanding of Our Economic System Be 
Fostered? Committee for Economic Development, 1950. 


5. Theodore V. Houser, Big Business and Human Values (New 
York: McGraw-Hill Book Co., 1957). 
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for corporate immortality, cannot look only at isolated 
trees. It must see the whole forest as well. 


The nature of our modern industrial society imposes 
the responsibility on management to achieve its pri- 
mary objective of survival through profit-making while, 
at the same time, responding to the strong demands 
of the public for support of its social and cultural 
needs. With the decline in personal philanthropy under 
the impact of income and inheritance taxes, corporate 
aid has now become absolutely indispensable if proper 
standards are to be maintained in the fields of health, 
welfare, and education. 


There is no doubt in my mind that long-term good 
will between corporations and the public, their em- 
ployees and their customers, would be irreparably 
damaged by a lack of active corporate interest and con- 
structive help in these areas. It is, indeed, a great credit 
to our system that corporations can fulfill reasonable 
demands of this kind and still be successful from a 
strictly profit-making viewpoint. 


Business: The Profit-Making View 


Logical as all the foregoing seems, it must be ad- 
mitted that the opposing view has many spokesmen of 
unquestioned competence and intellectual integrity 
such, for example, as Professor Edward S. Mason of 
Harvard, who seems to be strictly a classicist so far as 
the social role of business is concerned. An even more 
vigorous critic is Professor Jack Hirshleifer of the Uni- 
versity of Chicago, who labels as “Sentimental Social- 
ists” people like the famous Tawney who insist upon 
business recognition of its social responsibilities. 


Interestingly, from my point of view, Hirshleifer 
takes exception to the views of a former associate of 
mine at Sears, Roebuck, Mr. James C. Worthy. Mr. 
Worthy approves of management contributions to 
“problems which, though not strictly business in nature, 
have a demonstrable relationship to the business sys- 
tem, and to the solution of which their position and 
experience as businessmen enable them to contribute 
effectively.” It seems to me that, outside the religious 
field, very few of the kinds of problems being consid- 
ered are not of direct concern to the great national 
corporation with country-wide ramifications. 


But much more extreme than Hirshleifer in attack- 
ing the new philosophy is Theodore Levitt, a Chicago 
marketing and economic consultant. He criticizes every 
businessman who supports this new thing for which 
there is a word, says he, and the word is “fascism.” 
He says: 


. . at the rate we are going there is more than a con- 
tingent probability that, with all its resounding good 
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intentions, business statesmanship may create the cor- 
porate equivalent of the unitary state. Its proliferating 
employee welfare programs, its serpentine involvement 
in community, government, charitable and educational 
affairs, its prodigious currying of political and public 
favor through hundreds of peripheral preoccupations, all 
these well-intended but insidious contrivances are greas- 
ing the rails for our collective descent into a social order 
that would be as repugnant to the corporations them- 
selves as to their critics... . 


Describing what business should do, Levitt writes: 


With none of the corrosive distractions and costly 
bureaucracies that now serve the pious cause of welfare, 
politics, society, and putting up a pleasant front, with 
none of these drawing its vitality, management can shoot 
for the moon. It will be able to thrust ahead in whatever 
way seems consistent with its moneymaking goals. . 


The Inevitable Alternative 


Like many others having his point of view, Levitt is 
very clear what should not be done but strangely silent 
as to a suitable alternative. When a hurricane or flood 


wipes out completely the possessions, the goods of liv- 
ing and of making a living of thousands of people, 
what does Mr. Levitt suggest? We all know that hu- 
manitarian assistance will be provided. The only ques- 
tion is whether a privately supported Red Cross will 
do the job or a Red Cross as an arm of government. 
And if Mr. Levitt believes that a Red Cross as we know 
it can exist without corporate support, his research is 
lacking. I sometimes wonder if these critics of business 
management fail to recognize the inevitable alternative 
or really would prefer government responsibility and 
arbitrary taxes. 

While he sees in our society suggestions of an emerg- 
ing “corporate state” such as Mussolini contrived, the 
analogy escapes me. For in my opinion, if responsibili- 
ties are not discharged voluntarily by the numerous, 
decentralized elements of the society, which include its 
businesses, the responsibility will be taken up by the 
unitary power of the central state—and this way lies 
the threat to freedom. 
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Associated University Bureaus of Business and Economic Research 


Approximately fifty bureaus of business and economic research at leading universities throughout the country make up 
AUBBER (the Associated University Bureaus of Business and Economic Research). The Bureau of the School of Business Ad- 


ministration of Georgia State College is a member of AUBBER. 


The Association publishes an INDEX OF PUBLICATIONS of its member institutions, which lists, by school and by subject 
matter, research studies and selected articles in business and economics published by the various bureaus. 


The INDEX covers the period 1950-1956, and it has been followed by Supplements for 1957, 1958, 1959, and 1960. Prices 


are as follows: 


1950-1956 INDEX—$2.00 

1957 SUPPLEMENT—$1.00 
1958 SUPPLEMENT—$2.00 
1959 SUPPLEMENT—$2.00 
1960 SUPPLEMENT—$2.00 


The INDEX and SUPPLEMENTS may be obtained from the Bureau of Business Research, University of Oregon, Eugene, 


Oregon. 
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Britain, also, has a balance-of-payments problem 


The following article is reprinted from the Morgan Guaranty Survey, July 1961, published by the 


Morgan Guaranty Trust Company of New York. 


BRITAIN PINS HER HOPES ON EXPORTS 


High above London’s Piccadilly Circus, a garish sign 
flashes in green neon the warning: “Either exports go 
up, or [the lights turn red] Britain goes down. 

Thus Anglo-Saxon directness sums up the crucial 
problem of the United Kingdom’s economy. Ironically, 
the day the new sign was unveiled last month, the 
foreign trade deficit for May was announced—a wors- 
ening to £71 million from the monthly average of 
£58 million in the January-April period. 

A trade deficit is habitual for Britain (a surplus in 
1958 was a rare exception), but the gap between earn- 
ings from exports and payments for imports has grown 
unusually large (see accompanying table). Last year 
the widening coincided with a deterioration in income 
from “invisibles’—such as shipping, insurance, over- 
seas investments—which traditionally have earned a 
large surplus. As a result Britain’s current account 
(trade and invisibles) went deep into deficit. 

Added to this was the usual net outflow of long- 
term capital. The combined drain was mitigated by 
short-term capital inflows, thought to be chiefly foreign 
funds attracted by high interest rates in London. Con- 
venient as they are in holding down the immediate 
total payments deficit, such inflows create service pay- 
ments that further drain the invisibles account; also 
they represent volatile liabilities, likely to be cashed at 
the drop of an interest rate and highly sensitive to 
speculative fever. 
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Figures for the first quarter of 1961 suggest that the 
trend to heavier imbalance in foreign payments con- 
tinues. The trade deficit shows a marked improvement 
over the fourth quarter of 1960, but the first two 
quarters are seasonally the most favorable for British 
trade. Thus the improvement over the year-end is less 
significant than the year-to-year deterioration in first- 
quarter results. Income on invisibles also declined mark- 
edly from a year ago—to less than one-fourth of the 
earnings from that source in the first quarter of 1960. 

The invisibles account has undergone a serious 
change in recent years. Shipping brought in £22 mil- 
lion in 1958; for the past two years it has cost Britain 
£25 million annually as the merchant fleets of other 
nations have captured a greater share of cargoes. Mean- 
while, net return on foreign investment has been 
declining. Outpayments on direct investment in the 
United Kingdom have grown faster than receipts from 
U. K. investment abroad. According to a study in the 
Westminster Bank Review, payments rose about 60 
per cent in 1958-60 while receipts increased only about 
20 per cent. “Such a disparity, if continued,” that pub- 
lication notes, “implies that within a relatively short 
time the whole of the gross receipts of investment 
income would be absorbed by the payments due.” 
Invisibles, apparently, are not likely soon to provide 
the large surplus they historically have earned for the 
United Kingdom. 


THE ATLANTA ECONOMIC REVIEW 


Sa € 





Trimming the Aid Budget 


The main solution to the problem is being sought 
in expansion of exports, but other avenues of balance- 
of-payments relief also are being explored. Among 
these is a cut in governmental expenditure for military 
and economic aid, which last year approximated two- 
thirds of the payments deficit. The Chancellor of the 
Exchequer, Mr. Selwyn Lloyd, declared last month: 


We must reduce our overseas military expendi- 
ture, and also find some means of reducing the 
foreign exchange burden of the cost of our forces. 
... . We must say clearly for all to hear that 
a country without a satisfactory surplus on its 
balance of payments just cannot provide unlimited 
quantities of aid even if some of it is tied; there 
must be a limit to what we can do in that respect. 


Progress toward closing the trade gap will have to 
rely primarily on gains in exports rather than on re- 
trenchment in imports. Imports have been in a mod- 
erately declining trend so far in 1961, but this is the 
consequence of large-scale restocking that occurred last 
year. Meanwhile, consumer expenditures are rising and 
so is industrial production; both these expansive trends 
foretell upward pressure on imports. 


As for exports, any hope for significant expansion 
bumps into serious obstacles grounded in the present 
state of Britain’s domestic economy. The high level of 
consumption provides abundant demand for the output 
of industry. One consequence of this is that manufac- 
turers are inclined to sell in the more accessible home 
market rather than make the extra effort to promote 
their products in foreign markets. But the domestic 
market not only takes up a large part of British pro- 
duction; it also consumes increasing amounts of im- 
ported goods competitive with those manufactured in 
the United Kingdom. Between 1957 and 1960, accord- 
ing to a study of the National Institute, an independent 
economic research group, the value of manufactured 
goods imported to compete with U. K. products rose by 
58 per cent. Over the same period manufacturing out- 
put in the United Kingdom rose only 13% per cent. 

The Institute blames this showing chiefly on what 
it calls a British failure at “competitiveness.” It mini- 
mizes the effect of the liberalization of imports intro- 
duced in 1958-59, estimating that liberalized items 
probably accounted for one-fifth or less of the rise in 
manufactured imports. 

Indeed, if British manufactures suffer in the home 
market, where many enjoy substantial tariff protection, 
their difficulties are even greater in export markets. 


UNITED KINGDOM BALANCE OF PAYMENTS 
(in £ million; £1 — $2.80) 





1958 1959 
Merchandise trade ef pris 
Imeoss (fab) ££ 3,330 3,578 
Exports and re-exports (f.ob.) _.. 3,392 3,509 
Merchandise trade balance + 62 — 69 
Invisibles 
Government {act} —222 —234 
i; En eS — 25 
Interest, profits, and dividends (net) -+261 +223 
Teel Cee) — 17 — 20 
Other. (eet) +185 +176 
Invisible balance __.. +229 +120 
Balance on current account.» 3s +291 + 51 
Balance on long-term capital account —179 495) 


Balance on current and long-term capital 





III ite ictiteie nica +112 —444 
Errors and omissions —_______________ + 99 + 64 
Change in external monetary position, 

including gold and convertible cur- 

rency reserves) 000000000000. ~ 211 +380) 











lst quarter 4th quarter 1st quarter 

1960 1960 960 1961 
4,077 1,012 1,047 1,045 
3,711 966 946 987 
—366 ae —101 i 
—287 — 75 — 75 — 85 
=—_" { re ( ) 
— \ + 84) " + 591) \+ Eo 
a ee aa 

—344 — 37 —117 — 56 
—201 =» = i" 
—545 — 76 —161 — 21 
+377 +101 +112 + 50 
+168 — 25 + 49 — 29 


(1) Invisibles, other than government, are not itemized in the quarterly figures. 
(2) Special government transactions in 1959 increased the deficit on long term capital account by £261 million. 
(3) The surplus results primarily from a single large investment in the U. K. 


(4) + indicates decrease; — indicates increase. 
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It is estimated that export prices of British manufac- 
tures have risen by an average 10 per cent since 1953, 
compared with a 2 per cent rise in the export prices of 
German manufactures and with estimated declines of 
from 2 to 9 per cent in export prices of Belgian, French, 
Italian, and Japanese manufactures (export prices of 
United States manufactures are estimated to have risen 
16 per cent during the same period). Wage increases 
have outpaced productivity increases in Britain, and it 
is possible that this trend will continue. Unemploy- 
ment is at a low 1.2 per cent of the labor force; job 
vacancies outnumber unemployed workers. The labor 
shortage is likely to keep continued pressure on wages, 
and prices. 


Vitamin EEC 


Concern for exports is a powerful factor in Britain’s 
growing appetite for some kind of linkage with the 
European Economic Community. The prospect of being 
sealed out of EEC’s rich market is even less attractive 
than the price that will have to be paid for getting 
in—opening the way for a new stream of manufactures 
from the Continent. If she does plunge into the lively 
competition of the Common Market, Britain will take 
with her the handicap of a wage-productivity relation- 
ship that is making her unit costs rise faster than those 
of the EEC countries. But advocates of affiliation are 
confident that participation in the Common Market 
bustle will—after some possibly rude first shocks of 
transition—be the best possible lift for the country’s 
competitive spirit. 


The ability to boost exports will depend to some 
extent on how closely the government checks economic 
expansion in deference to the immediate balance-of- 
payments difficulties. The conventional response—a re- 
turn to harshly restrictive measures—is being opposed 
by a strong body of opinion that holds the British 
economy would produce the needed exports if given 
a run of, say, three years without special curbs. The 
experiment would involve risking an increased trade 
deficit over the near term. With the brakes off, the high 
level of domestic demand—plus an expected sharp rise 
in private investment—would bring on a lusty busi- 
ness expansion, with an inevitable increase in imports. 
It is estimated that two years or so of expansion would 
be required for British industry to respond with the 
needed volume of exports. 


There might be some tense moments in the mean- 
time, principally because of the incessant pressure for- 
eign-exchange speculators have been keeping on the 
pound. They punished sterling heavily after the revalua- 
tion of the Deutsche mark in March, and gave the 
screw another turn when the discouraging May trade 
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figures were announced. Speculative pressure, unin- 
terrupted since the announcement, has caused sterling 
to fall on the exchange markets to its lowest point 
since 1957. 


Buttressing the Pound 


Against such assaults, the pound has received im- 
pressive support. Mr. Lloyd has stated categorically 
that there will be no devaluation. Mr. Per Jacobsson, 
Managing Director of the International Monetary Fund, 
has put that institution’s prestige behind the assurance. 
And, perhaps more powerful than the most authorita- 
tive of voices, there is the sketchily reported but gen- 
erally acknowledged accord among European central 
bankers that they will move in concert to put down 
speculative uprisings that threaten to get seriously out 
of hand. 


Such assistance, while it promises to defend the 
pound, will not cure the underlying balance-of-pay- 
ments problems. Awareness of the need to find new 
means of attacking them is at a high pitch in Britain. 
Bank rate may go up as a currency-defense measure, 
but there is insistent demand for something fresh in 
the over-all approach—something other than the 
standard economic squeeze in response to a payments 


deficit. 


There was intimation of change in Mr. Lloyd’s 
budget message in April. He proposed a measure to 
regulate the level of public consumption with greater 
precision than is presently possible. His plan would 
enable the government to raise or lower excise duties 
and purchase tax by 10 per cent whenever it wishes 
to discourage or encourage consumer spending. With 
the objective of easing the labor shortage, Mr. Lloyd 
also proposed a payroll tax to discourage “hoarding” 
of workers and to encourage replacement of workers 
with new capital equipment. A bill granting both 
powers was expected to become law about the middle 
of this month, and the Chancellor has hinted that he 
will avail himself of at least the first. The payroll tax 
has been criticized on the ground that employers are 
unlikely to let scarce workers go, and are more likely to 
pass the tax along. The result if they do would be 
higher prices, making British exports less competitive 
in foreign markets. 


The Chancellor has hinted at other economic meas- 
ures he intends to take—for one, a cut in government 
expenditure. But stern talk about restraining the 
economy, hitherto a staple of postwar British policy, has 
not been prominent. It seems likely that, in view of the 
urgency of expanding exports, the emphasis will be on 
curbing consumer spending rather than on restricting 
industrial growth. 
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thel MARKETING CENTER 


Stuart W. McFarland 


MANUFACTURERS’ AGENTS 


THE ROLE OF THE MANUFACTURERS’ AGENT 


Marketing, in the minds of many, is synonymous 
with the distribution of consumer goods, simply be- 
cause this type of good—food, clothing, drugs, hard- 
ware—is most familiar. However, frequently over- 
looked are the billions of dollars of industrial or capital 
goods marketed annually. Overlooked also are the 
specialists who market them. Little has been written 
by students of marketing regarding these specialists, 
who are known as manufacturers’ sales agents. 

Industrial goods are those bought to facilitate pro- 
duction or to be used in the production of other goods. 
Equipment, parts, fabricated materials, and industrial 
supplies are examples. The national sales total for these 
industrial goods in 1958 involved $200 billion and 
concerned 25,000 manufacturers’ sales branch outlets, 
27,000 manufacturers’ agents and brokers, and 110,000 
wholesalers and distributors.’ Also, for our purposes 
here, approximately 8,500 of the agent-broker classi- 
fication were actually manufacturers’ agents. Agents 
and brokers together sold a reported $45 billion in 
1958, of which it is estimated that $8% billion of 
goods were sold by the manufacturers’ agents them- 
selves. 

A commonly accepted definition of a manufacturer’s 
agent is: 

An agent who generally operates on an extended 
contractual basis; often sells within an exclusive terri- 


Note: Dr. McFarland’s study of manufacturers’ agents was done 
under a research grant when he was with the School of Business 
Administration of Georgia State College of Business Administration. 
He is currently with the School of Business Administration of Jack- 
sonville Universsty. 





11958 Census of Business, Wholesale Trade, Preliminary. These 
are wholesale trade figures less consumer good data—foods, household 
furnishings, beverages, and farm products. 
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tory; handles non-competing but related lines of goods; 

and possesses limited authority with regard to prices 

and terms of sale. He may be authorized to sell a defi- 
nite portion of his principal’s output. 

The term “Manufacturers Representative” is some- 
times applied to this agent. Since this term is also used 

to designate a salesman in the employ of a manufac- 

turer, its use as a synonym for “Manufacturers Agent” 

is discouraged.” 

By contrast, the broker, with whom the agent is 
usually confused, may represent buyer or seller, but 
does mot maintain a continuous relationship with his 
principal and is less concerned with capital goods. 
Brokers are especially active in foods and dry goods 
(large volume commodities). When concerned with 
buying for clients, they carry the well-known title of 
“buying brokers.” 

The increase in number of manufacturers’ agents 
and in their activities during the period 1929-1958 is 
shown in Table 1. 


Marketing Activities of Agents 


How They Start 


After perhaps ten years’ experience as a salesman 
for an industrial distributor or in a branch office of 
some large equipment firm, the salesman may garner 
four or five accounts and go into business for himself, 
as a manufacturers’ agent. As such, he will perhaps 
eventually have five or six active and as many inactive 
accounts in an exclusive territory for the principal’s 
particular brands. He will not handle a principal’s en- 
tire line but perhaps only one or two related items, 
say a drill press and a grinder from the line. His terri- 
tory, from which all sales are credited to him on a 
commission basis, might be two states, or some other 





2American Marketing Association definition. 








Table 1 


Manufacturers’ Agents in the United States 
Establishments, Sales, Payrolls, Stocks, and Proprietorships 








1929-1958 
Payroll 

Year Establishments Sales for En- Proprie- Entire Stocks on Hand at 

tire Year torships Year Cost, End of Year 
1958 8,500* $8,584,953,000* 6,900* $185,625,000* $26,071,000* 
1954 8,720 7,154,144,000 7,323 159,125,000 22,491,000 
1948 9,048 4,209,234,000 8,474 85,184,000 12,919,000 
1939 9,778 1,397,017,000 8,800 37,129,000 11,894,000 
1935 7,548 768,619,000 6,557 23,995,000 12,902,000 
1929 6,987 1,775,355,000 n.a. 65,835,000 49,504,000 





*Estimated by the author. 
Source: Census of Business. 


carefully described political boundary—ten counties, 
two cities, etc. He proceeds to cover his designated 
market as he sees fit, but is sent sales leads by his prin- 
cipal. The better the territory, the more demands on 
his agent the principal usually feels justified in making. 


Their Relation to the Manufacturer 


Sales promotion and sales calls are handled by the 
agent for the principal, and sales reports are prepared 
by him. Because he is usually paid on a straight com- 
mission basis, he tends to work less with small accounts, 
understandably concentrating on the big buyers to earn 
big commissions. Thus, if the manufacturer is interested 
in intensive coverage of a market, he may supplement 
his agent with a sales office in major markets. The 
agent calls on the larger accounts where he has the 
most acceptability; and the manufacturer’s sales force, 
paid on a salary and commission, spends its time work- 
ing with smaller accounts that have big-account poten- 
tial. The agent understands and accepts this, and if 
the relationship is carefully handled by the manufac- 
turer the arrangement is usually satisfactory. 


How They Serve the Manufacturer 


Agents offer two extremely important services to 
the manufacturer—contacts and personal services. 

Contacts. Inasmuch as the agent has spent perhaps 
ten years in the industrial market as a salesman, he 
will have the acquaintanceships and contacts needed to 
be effective in a complicated market or to reach an 
otherwise unapproachable prospect. Many of the agent’s 
prospects do their buying routinely and loyally from 
the same sources and the same individuals if good 
service and quality of product have been maintained. 
Thus an Eastern chemical manufacturer wishing to 
enter the Pacific Coast market may well find an agent 
on the Coast who will give the manufacturer the “in” 
that is needed. The alternative may be to start at scratch 
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with one’s own traveling or resident salesman who 
must find and build up his own contacts, a costly and 
time-consuming work. Agents also have the technical 
background and know-how needed to assist engineers 
with knotty problems. Many an agent has donned 
overalls and entered a factory to find the answer to 
the reasons why given machines had too high a spoil- 
age rate or became overheated unnecessarily. His 
recommendations may not call for his own product at 
all, but his assistance will not be forgotten when he 
does make a sales call later on. 

Personal Services. Traveling as they do from one 
factory to another or from one distributor or dealer to 
another, agents are carriers of news and trends in an 
industry. They are in a position to say, “X Co. over 
in St. Louis had much the same problem and solved 
it this way. .. .” The agent thus is of service to another 
customer. To many a small manufacturer wishing to 
get his distribution program under way the agent is 
indispensable for he costs the manufacturer little or 
nothing until a sale is made. When this happens, the 
manufacturer then has the funds with which to pay the 
agent. Obviously this is important to those manufac- 
turers with limited capital—and their number is legion. 


Limitations of Agents 


Any broad discussion of agents should necessarily 
include the limitations of manufacturers’ agents in the 
marketing activity. 


Their Time Is Divided 


It appears obvious that if the agent has five active 
accounts, the share of his time each account can de- 
pend on is perhaps twenty per cent. Similarly, if he 
has eight active accounts, this share can shrink to 
twelve per cent, hardly enough to satisfy most manu- 
facturers unless demand creation is handled largely 
by industrial advertising. The ads generate. sales leads, 
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which then are sent to the agent for sales prospecting. 

A manufacturer who wants intensive coverage of 
every possible account regardless of size may find that 
a sales force of his own employees, dedicated to his 
company and working full time for him and his 
product, is better suited to his needs. 


They Do Not Carry Stocks 


Since most manufacturers’ agents do not carry stocks 
and do not warehouse, it is apparent that an agent’s 
services are limited under market conditions that re- 
quire local servicing and fast delivery of parts from 
stocks. There are ways to compensate for such a weak- 
ness, including the use of public warehouse services, 
air shipments, the handling of custom-made products 
that would come direct from the factory to the user 
in any case, and compensatory inducements, such as 
low price. 

If the product is highly technical, requiring consid- 
erable servicing and stocking of many complicated 
components, the agent will not be as useful as a local 
sales office which will have technical specialists and 
facilities to handle many small parts. 


METROPOLITAN ATLANTA’S 
MANUFACTURERS’ AGENTS 


In order to get a clearer view of certain phases of 
sales agents operations, a survey was conducted by this 
author among Atlanta based manufacturers’ agents. 
Of course, the question arises whether the survey find- 
ings for one city will be typical of other regions. The 
author believes that they will. Nevertheless, he does 
acknowledge some difference in the make-up in the 
sales agents group. Thus, the proportion of such agents 


Table 2 


Numerical Comparison of 
Manufacturers’ Agents in Metropolitan Atlanta 
and the United States 
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and Heating 11.2 28 10.0 5 
Drugs, Chemicals, and 
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Allied Products —.. 3.7 8.33 





*From Census of Business data. 
**Based upon an Atlanta Chamber of Commerce Listing. 
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in Atlanta who fall in the “machinery, equipment and 
supplies” category is somewhat higher than for the 
nation as a whole (Table 2). As for the “electrical 
goods” group, the proportion is about the same for 
Atlanta and the nation. 

Despite the differences in the group make-up as 
stated above, the author is of the opinion (based on 
his personal knowledge of the field) that the survey 
findings presented below, based on the practices of At- 
lanta manufacturers’ sales agents in two fields—‘“ma- 
chinery, equipment and supplies” and “electrical goods” 
—are generally typical of sales agents. 


Form of Business Organization 


Of the forty-six machinery agencies reporting on 
their form of organization, twenty-eight are proprietor- 
ships, fourteen are corporations, and four are partner- 
ships. The same organizational proportions hold true 
with the electrical goods agents. 

The large number of agencies not taking advantage 
of the limited liability features of incorporation is 
surprising. There are two factors which may contribute 
to the number of proprietorships—the fact that so 
many of the agencies are one-man operations, thus 
limiting acts involving liability to one man anyway, 
and a natural reluctance to be burdened with the many 
governmental reports, records, and expense which in- 
corporation entails. 


Commissions Earned 


Machinery agents reported commissions averaging 
ten to fifteen per cent of sales. The fifteen per cent 
figure was common with sales of machine tools, ma- 
terials handling equipment, and farm equipment. A 
lesser commission of ten per cent was mentioned in 
the sale of milling machines, blowers, filters, labora- 
tory and air conditioning equipment. 

Electrical goods agents average eight per cent com- 
mission for appliances and electronic components. Ten 
per cent is realized on the sale of electrical supplies 
and temperature controls. Heaters and switches, which 
are popular inventory items, bring five per cent. The 
smaller average commission realized by this group is 
understandable in view of the much larger total dollar 
volume sold. 


Number of Employees 


Machinery agents generally employ three, four, or 
five salesmen, and the figure most often mentioned was 
three men. They also employ one person in a non- 
selling capacity, usually clerical or secretarial. Elec- 
trical goods agents commonly employ four salesmen, 
although the numerical dispersion is broader, with 
some reporting ten and twelve salesmen and others a 
one-man operation. They usually have two or three 
nonsales personnel. 








Payroll 


Dollar payrolls for agents customarily range from 
$15,000 to $100,000, with only a few exceptions on 
the higher side of these figures. Electrical goods agents 
have the larger payrolls, which is consistent with the 
fact that their staffs are also larger. 


Warehousing 


Sixty per cent of the reporting machinery agents 
have no warehouse facilities; those possessing or renting 
warehouse space have less than five thousand square 
feet in use. As for the electrical goods agents, about 
one half report warehouse facilities in use, and those 
reporting warehouses find it necessary to have ten 
thousand square feet or more of space. 


Office Space 


Machinery agents tend to have small offices, most 
reporting their facilities as limited to five hundred 
square feet or less. Electrical goods agents, however, 
report larger office space than do machinery agents, 
with most of their facilities exceeding five hundred 
square feet of space. (These figures do not include 
display space, which only twenty per cent of the ma- 
chinery agents report having in use. When display 
space is mentioned, it is described as being less than 
one hundred square feet of space.) 


Geographic Area Served 


The most frequently mentioned geographic territory 
served by both machinery and electrical goods agents 
working out of Metropolitan Atlanta was the “South- 
east,” identified as the area including Georgia, Ala- 
bama, Tennessee, Florida, North Carolina, and South 
Carolina. Next in mention was the area which might 
be described as the “entire South,” or the ten southern 
states from Virginia in the Northeast down to Texas 
in the Southwest. Twenty-five to thirty per cent of the 
agents contacted mentioned these two areas. The next 
area in importance, mentioned by ten per cent of all 
agents interviewed, was the single state of Georgia. 
There is a high degree of geographic similarity in terri- 
tories covered by both machinery and electrical goods 
agents. 

The large territories assigned to most of the manu- 
facturers’ agents might be explained in terms of the 
South’s more recent emergence from an agricultural 
to an industrial economy. Industrial centers in the area, 
like Tampa in the South, Charlotte in the East, and 
Memphis in the West, are widely scattered, tending to 
encourage the assignment of a larger area to one agent 
than otherwise would be the case. 


Executive in Charge of Sales 


Normally, these agents do not have an organized 
sales department or staff. The actual sales manager is 


probably the “president” or “owner.” Only twelve per 
cent of the respondents mention the title “sales man- 
ager,” as against fifty per cent mentioning either of 
the other two titles. Agencies which are one-man or 
two-man operations obviously are not in a position to 
have a “sales force” management program. However, 
it is surprising as to the number of agents staffing five, 
six, and seven salesmen and having no organized re- 
cruiting, selection, training, or compensation-motivation 
programs. 


Most of the owners report that their sales leadership 
activities are limited to “general supervision and sell- 
ing in the field.” There is a slight but not a significant 
tendency among electrical goods agents to have a more 
organized sales management program. 


Sales Management Functions 


The majority—some fifty to sixty per cent of the 
agents reporting—do nothing in the way of organized 
training for their salesmen. Agents expending effort in 
this direction limit it to “on-the-job training” or train- 
ing “under the supervision of an experienced sales- 
man.” Ten per cent of the agents mention their train- 
ing program as two weeks at the principal’s factory and 
an infrequent sales meeting with the principal’s execu- 
tives. Occasionally the principal’s sales training staff 
will visit the agent’s place of business. There is a 
definite impression that the agents rely heavily on the 
factory to train the agent’s men, certainly in regard to 
product knowledge. 


Recruiting of new salesmen is done through word- 
of-mouth advertising and by means of personal contacts 
in the industry. Some newspaper advertising is done 
and some personal applications are made to an agent, 
but most agents either have no system of recruiting 
and hiring or do not have to recruit because of a very 
low turnover of sales staff. The vast majority of agents 
report almost no turnover of staff because the sales 
staff is usually small and each man is “cared for” so 
that he remains happily on the job. University place- 
ment offices are preferred over private employment 
agencies as sources for new salesmen, and sometimes 
local chambers of commerce are consulted. 


Salesmen’s performance is evaluated almost entirely 
by the dollar sales they produce ranked against the 
sales potential of their territories. Some few agents do 
attempt to evaluate the per cent of calls that result in 
sales, e.g., a relationship between the number of pros- 
pects contacted and those that resulted as customers. 
Apparently there is little effort among machinery 
agents to evaluate the men in terms of the development 
of new accounts, keeping customers satisfied, closing 
ability, leadership in the field, or extraordinary territory 
coverage and development. And, as for the electrical 
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goods agents, this survey found no apparent evidence 
pointing to the development and refinement of tech- 
niques to measure salesmen’s effectiveness adequately. 


Compensation and Educational Background 
of Salesmen 


Monthly compensation, usually on straight commis- 
sion, amounts to about $600-$750 for a salesman in 
his late twenties with up to five years’ experience. Ten 
machinery agents reported possible incomes of $1,000 
to $1,500 a month for a good salesman of this age 
and experience! Any figure below $450 a month is 
rare. 

Approximately one-fourth of the agents reporting, 
or eighteen agents, indicated that a college education 
is not essential to enter the field or to succeed in it. 
However, as might be expected, the more technical 
the line handled, the more desirable is an engineering 
degree, or a business administration degree with engi- 
neering experience. 

Half of the machinery agents prefer a salesman can- 
didate who has an engineering degree; twenty-five per 
cent prefer a man with a degree in business adminis- 
tration; and the rest, no degree at all. The same pro- 
portion holds true for electrical goods agents. There 
is no significant difference by lines handled in terms 
of agents’ preferences as regards their recruits’ prepara- 
tion. The fact remains that a surprising number of 
agents (sixteen firms) would like to employ a sales- 
man with a business administration degree and then 
train him in product knowledge and elementary en- 
gineering. 

Policies as to advancement and promotion run to 
extremes. Either the young man can go “as high as 
President” if he has the ability, or he will remain 
indefinitely as a salesman, but earn more income. Sev- 
eral agents reported theirs to be a one-man business with 
no heir-apparent in sight, expressing the wish that a 
“good man would show up to take over when I retire.” 
No agent mentioned as a possible future the oppor- 
tunity to leave his firm and start a competitive business! 


Management Practices 


Although most firms do require reports from their 
salesman, a required attendance at weekly sales meet- 
ings is not too common. Agents report that they do 
travel occasionally with their salesmen and do get 
them to attend annual sales meetings. 

Commission payments are relied on heavily to 
motivate salesmen, although bonus payments and par- 
ticipation in profits are in use as motivation devices by 
six agents. One firm makes company stock available 
and another uses contests to stimulate its salesmen to 
better sales volume. But either increasing financial re- 
wards or doing a good job of supervision is relied upon 
by the vast majority of agents as motivation techniques. 
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Pricing and Sales Promotion by Agents 


Almost half of the agents contacted report that their 
principals do the pricing at the factory, sending the 
agents the necessary price lists to use. However, ten 
agents do have complete price authority, especially in 
the machinery line. Seven machinery agents and five 
electrical goods agents report that they do have some 
flexibility in pricing to meet competition in the market. 

Sales promotion activities of agents are limited to 
training distributor salesmen, following up on mailing 
lists of prospects, training service personnel, working 
with engineers, attending sales conventions, and mak- 
ing personal contact with prospects whenever possible. 
Sales quotas are sometimes used by principals—twenty- 
one agents mention quotas levied on them in some de- 
gree. Usually each line or account represented has its 
own quota. Marketing research is utilized very little as 
a part of the sales promotion activities except as occa- 
sional new product or competitor activity reports are 
required (mentioned by three agents). Usually the 
principal's staff at the factory takes care of the market- 
ing research, if any is done. 


Agents’ Advice to Those Entering the Field 


The advice of manufacturers’ agents to college men 
considering entering the field is to take some engineer- 
ing work or get engineering experience (twenty 
mentions), psychology (twelve mentions), salesman- 
ship (ten mentions), English (nine mentions), mathe- 
matics (eight mentions), marketing (seven mentions), 
and accounting, public speaking, and general business 
administration. 

Agents gave diverse answers as to the type of sales 
experience that would be especially helpful in the 
manufacturers’ agent field, but they seemed to agree 
generally that meeting people anywhere and working 
with dealers or jobbers were especially helpful. Retail 
or door-to-door sales experience was thought helpful 
by six agents. Developing a good personality, being 
self-sufficient, a self-starter, and getting along with 
people were emphasized again and again as indis- 
pensable. 

The manufacturers’ agent has been called one of the 
glamour jobs in marketing—an opportunity in which 
the individual can be independent though he does not 
own the business, managerial though it means self- 
managing and motivating, and can some day open his 
own business merely by changing the title of his sta- 
tionery. But if the person wishing to be a manufac- 
turers’ agent does not have the drive and self-motiva- 
tion this job demands, success in the field seems quite 
remote. For those manufacturers’ agents who, through 
sales ability and impeccable reputation, reach success, 
incomes can soar well above $30,000 a year in personal 
compensation. 
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PROGRESS FOR THE YEAR — NEW PLANTS 
ESTABLISHED 


The year 1960 was particularly disappointing for 
the South as regards to the establishment of new plants 
within its territories. Fortunately, the picture is a little 
better in 1961 in that the pace is running about 3 per 
cent ahead of that for last year. The basic essentials of 
the situation may be seen in the following statistics: 


NEW PLANTS LOCATED 











No. of 
Year New Plants* 
1961 (January 1 - September 15) 695 
1960 a 677 
1960 (Calendar Year) 932 
1959 és °, 1100 
1958 1424 
1957 1314 
1956 1059 





*Plants employing 25 or more persons established in 15 
southern states. (Data through courtesy of Conway Publica- 
tions. ) 





Note: Mr. ‘Lever is acting president of SASI. This statement is 
reproduced from the SASI Newsletter, official publication of the 
Southern Association of Science and Industry, October 1961. 
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COMPETITIVE STRUGGLE INTENSIFIES 


Reports from across the nation indicate that states 
generally are making greater efforts than ever to at- 
tract new plants to settle within their respective borders. 
Indeed, an unprecedented amount of discussion and 
action is developing everywhere to maximize employ- 
ment through industrial development. Many deplore 
the fact that so much attention is being devoted to the 
expansion of manufacturing (which is, after all, but 
one type of economic development). Nevertheless, it 
remains true that for a great many local communities 
manufacturing is the only substantial basis upon which 
broader income and employment can be built. Stated 
another way, many communities would like to attract 
substantial tourist money as do hundreds of cities in 
Florida, but the possibilities in that direction for 
thousands of communities in other states are very slim 
indeed. Nearly everyone, too, is talking about doing 
more to build up local, “home grown” industry, but 
the plain truth is that progress in this direction will 
necessarily be slow. In view of these realities, it is not 
hard to understand why the competitive struggle to 
attract branch plants of large concerns remains so keen. 
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COMPETITION BECOMING CUTTHROAT? 


There is a distinct danger that the competition be- 
tween the various states is beginning to enter a dan- 
gerous stage. Greater and greater concessions of 
inducements are apparently becoming commonplace. 
The competitive devices most commonly employed 
are, of course, (1) various forms of tax exemption and 
(2) low use charges for plants built by industrial de- 
velopment authorities (state and local). 


Although the southern states are frequently the most 
criticized in respect to offering inducements, a northern 
state, Pennsylvania, probably has the most liberal pro- 
gram in making new plants available for incoming 
manufacturers. The Pennsylvania Industrial Develop- 
ment Authority will advance up to 30 per cent of the 
cost of building a new plant on a second mortgage basis 
at an interest cost varying between two to three per 
cent. Moreover, the Authority tries to keep the rate 
on the portion of the loan provided by the local indus- 
trial development agency also at two per cent. (Under 
certain circumstances the PIDA may charge in excess 
of three per cent on its portion of the financing, but 
this rarely happens.) Under some circumstances, PIDA 
loan funds may be applied to the purchase of ma- 
chinery and equipment as well as to a new building. 


It was commonly believed some years ago that only 
marginal manufacturing firms would be inclined to 
take advantage of the cost saving involved in new 
plants built with state and local money and made avail- 
able on a low capital cost basis. However, there is 
clear evidence that some prominent national concerns 
are now taking advantage of opportunities of this type. 
This fact will certainly stimulate those who have been 
reluctant to make plants available on such terms to 
reconsider their position. Another force exerting its 
influence in this direction is the generally reduced 
tempo of new industrial development across the na- 
tion—a situation which encourages each and every 
state to adopt every means possible to improve the 
picture in its particular area. Also, sections 501 and 
502 of the Small Business Act, which make substantial 
amounts of money available to state and local de- 
velopment authorities, encourage action in this direc- 
tion. The net result, despite misgivings in many quar- 
ters, is a marked upsurge of interest in the idea of 
establishing more state and local development agencies 
to make plants available on a low cost basis. 


TAX QUESTIONS 


Increasingly, attention is being given to tax exemp- 
tion in its various forms as an industrial development 
device. Generally speaking, the most persuasive argu- 
ment is that “other states are doing it and we shall 
continue to lose out in the race unless we offer similar 
tax inducements.” Tax concessions take various forms, 
as stated before, and include such things as the forgiv- 
ing of real property taxes and the exemption of certain 
assets (such as business inventories and intangible 
property) from taxation. Also, the question of whether 
to continue levying the sales tax on new industrial 
equipment—particularly in the case of new branch 
plants being erected in a given state—is a matter under 
urgent consideration in some places. 


UNIFORM CODE NEEDED? 


There are bound to be reactions against ever larger 
inducements of the type mentioned above. As is gen- 
erally known, there is some sentiment in Congress to 
eliminate the tax exemption privilege for state and 
local bonds issued for the purpose of building new 
industrial plants. If Congress is at some point moved 
to pass such a measure, might not this be the first step 
in a series to eliminate ultimately the exemption 
privilege entirely? The difficulties of definition and 
administration in a situation where some bonds would 
be exempt and others not, the constant need for addi- 
tional sources of tax revenue, and other pressures might 
easily combine to result in the complete removal of 
the exemption status of state and local bonds. This is 
a subject deserving of large consideration at a Southern 
Governors’ Conference. Elimination of the tax exemp- 
tion feature for their bonds would greatly intensify the 
financing problems in all states and would inevitably 
force them to turn increasingly to the federal govern- 
ment for financial assistance. But as we know, “with 
the dog come also the fleas’—that is, more federal 
control. 

Since there is nothing in the picture to suggest that 
the current competitive struggle between the states for 
new branch plants has built-in control limits, it would 
be reasonable to expect that the struggle may become 
more bitter and result in more concessions. The obvious 
and logical thing to do is for the respective states to 
meet this challenge before it becomes out of hand and 
to develop some system of control which would head 
off federal intervention. 


Inquiries concerning the Southern Association of Science and Industry may be ad- 
dressed to Mr. Chauncey W. Lever, Acting President of SASI, Vice President, The South 
Carolina National Bank, Columbia, S. C.; or to Mr. W. R. Knight, Executive Secretary, The 
Southern Association of Science and Industry, Inc., Room 206-7F, 33 Gilmer St., S. E., 


Atlanta 3, Ga. 
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September 1961 
ATLANTA AREA ECONOMIC INDICATORS 





























% Change 
9 months ‘61 
September August » 4 September % over 
1961 1961 Change 1960 Change 9 months ‘60 
EMPLOYMENT 
Job Insurance (Unemployment) 

Payments $547,302 $746,222 —26.7 $621,728 —12.0 +648 
Job Insurance Claimants 7,937 9,285 —14.5 8,282 —45 +37.8* 
Total Non-Ag. Employment —_— 369,050 365,900r +0.9 370,800 —0.5 —0.7* 
Manufacturing Employment —. 81,600 81,350r +03 85,300 —43 —5.4* 
Average Weekly Earnings, 

Factory Workers _.____ $78.52 $82.99 —54 $83.98 —6.5 +1.4* 
Average Weekly Hours, 

Facey Wothers 38.3 39.9 —1.0 39.8 —38 +8.2* 
Index of Help Wanted Ads 

(Seasonally adjusted, 1947-49 

Avg.—100) 140.9 138.6 +1.7 124.0 +13.6 —13.0 

CONSTRUCTION 
Number of Building Permits§ —_ 853 926 —79 735 +16.1 +19.5 
Value of Building Permits§ ______ $6,285,267 $10,708,106 —41.3 $6,941,485 —9.5 —140 
Employees 24,100 23,250r +3.7 23,600 +2.1 +2.5* 
FINANCIALT 
Bank Debits (Millions) _____ $2,125.1 $2,312.2 —8.1 $2,204.8 —3.6 +2.5 
Bank Deposits (Millions) _____ $1,430.8 $1,399.0 +2.3 $1,366.9 +47 +8.1* 
OTHER 
Department Store Sales Index _____. 175 166 +54 172 +17 —1.17 
Retail Food Price Index ________. 119.1 118.5 +0.5 118.2 +08 +1.1** 
Number of Telephones in 

Service __ 394,413 392,307 +0.5 378,012 +43 +49** 
Consumer Price Index ...___-___ 128.3 127.4# +0.7 127.9 +0.3 +04 
r—Revised *Average month **End of period §—Based on retail dollar amounts 

§City of Atlanta only # Preceding quarter +Data from members of the Federal Reserve System only 


Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of La- 
bor; Number Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, At- 
lanta, Georgia; Financial data: Board of Governors, Federal Reserve System; Retail Food Price Index: U. 8S. Department 
of Labor; Department Store Sales Index: Federal Reserve Bank of Atlanta and Board of Governors, Federal Reserve 
System; Telephones in Service: Southern Bell Telephone and Telegraph Company. 
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ATLANTA 


In September there was a continuation of the upward 
movement in employment which has been under way 
since the low level of last spring. According to the 
Georgia State Employment Service, September’s TOTAL 
NONAGRICULTURAL EMPLOYMENT (369,050) was 
the highest of 1961. However, it was still slightly be- 
low the same month last year. The increase in employ- 
ment over August was distributed over almost every 
major employment group, with especially large gains 
in government accompanying the reopening of schools. 
At the same time there was a very substantial reduc- 
tion in the number of JOB INSURANCE CLAIMANTS as 
well as JOB INSURANCE PAYMENTS. Unemployment in 
Atlanta decreased by 15.5 per cent from mid-August to 
only 4.6 per cent of the civilian labor force by mid- 
September. Thus, there was a continuation of the 
recovery from last winter’s recession, though average 
employment for the first nine months of 1961 was still 
slightly below the same period for 1960. 


While employment increased and unemployment 
decreased, AVERAGE WEEKLY HOURS and AVERAGE 
WEEKLY EARNINGS of manufacturing employees de- 
creased by 4.0 per cent and 5.4 per cent respectively 
from August and by 3.8 and 6.5 respectively from 
September 1960. According to the Georgia State Em- 
ployment Service, this resulted from reduced overtime 
work in most industries, especially in automobile as- 
sembly plants where labor disputes were in effect part 
of the month. Signaling continued increases in employ- 
ment for the fall months, the September INDEX OF 
HELP WANTED ADs (140.9) increased by 1.7 per cent 
from August and by 13.6 per cent over last year. 
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BUSINESS 


ACTIVITY 


In construction, although current employment in 
September was above August 1961 as well as Septem- 
ber 1960, the NUMBER and VALUE OF BUILDING 
PERMITS decreased substantially from August. The 
September number of building permits was 16.1 per 
cent above last year, but their value was down by 9.5 
per cent. 

On the financial scene, the total amount of BANK 
DEPOSITS was up from both August 1961 and Sep- 
tember 1960. At the same time, BANK DEBITS (a rough 
indicator of total expenditures) were down by 8.1 and 
3.6 per cent from August 1961 and September 1960 
respectively. 

On the other hand, while bank debits declined, 
DEPARTMENT STORE SALES increased by 5.4 per cent 
from August and 1.7 per cent from September last 
year. At the same time, the RETAIL FOOD PRICE INDEX 
and the CONSUMER PRICE INDEX moved up slightly. 

All in all, the indicators for September paint a mildly 
optimistic picture for Atlanta’s economy. 


Roger L. Burford 
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Research Studies Available 


BULLETIN NUMBER 11 
STUDIES IN BUSINESS AND ECONOMICS 


The Influence of Recent Proxy Contests on 
Social and Economic Trends 


- - - Leland Carling Whetten 


94+- iv pp., 6 x 9 in. 
(Price—$1.00 plus 3¢ sales tax in Georgia) 

Dr. Whetten’s study represents a comprehensive inquiry 
into the field of proxy contests—the variety and relationship 
of the forces at work which lead to such contests and the 
relation of these forces to fundamental social and economic 
trends—trends which tend to influence business executives 
in their relations with stockholder groups. The author dis- 
cusses, among other topics, the “fundamental rights of the 
stockholder,” describes situations conducive to the forma- 
tion of dissident groups, and examines the relationship of 
the professional manager to the corporation and to the stock- 
holder. 

Dr. Whetten is professor of accounting, School of Business 
Administration, Georgia State College of Business Adminis- 
tration. 
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This research paper, the result of a detailed survey of 
Georgia CPA’s (individuals and firms) conducted by the 
author during the summer of 1960, provides a profile of 
Georgia certified public accountants. In addition, it yields 
insight into other related characteristics of accounting prac- 
titioners and their views; for example, (1) the relative value 
which CPA's attach to various college courses, and (2) their 
evaluation of public accounting experience as part of the 
preparation for the CPA examination. Findings of the study 
will be of interest and use to CPA’s, professional societies, 
and professional regulatory bodies, and also to academic 
people in appraising college curricula and in counseling. 
Statistical data are presented in 54 tables in the Appendix. 

Mr. Smith is assistant professor of accounting, School of 
Business administration, Georgia State College of Business 
Administration. 
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